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State of Colorado 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATE- NURSING FACILITY CARE 

The State of Colorado hereby finds and assures that the rates for long term care facilities are reasonable and 
adequate to meet thecosts that efficiently and economically operated facilities must incur.A facility is considered 
to be operatedefficiently and economically when itcomplies with the State and Federallicensing and certification 
requirement, applicable State reporting requirements ata patient per diem cost equalto or less than the maximum 
reasonableallowablecost ceilings, fair rentalallowancepaymentsand other payments standards specified in 
section I and I1 of this Attachment 4.19-D. 

METHODS 

I. Cost Reporting andAuditing - Thefollowingmethodsgoverncostreportingand auditing. 

A. 	 Cost Reporting: No laterthan90daysaftertheend of its fiscal year, each facility isrequiredto 
report costs on the accrual basis of accounting, using generally accepted accounting principles 
approved by the American Institute of Certified Public Accountants, and including adequate cost 
data as required by the Departmentor its contract auditor. Governmentalfacilities operating ona 
cash basismay use thecashmethodforcostreportingsubject to adjustments for capital 
expenditures. 

B. 	 Facility Fiscal Year: The fiscal year for all providers shall remain the same as on record with the 
Department when these regulationsare made effective. There are two exceptions tothis rule. 

1. 	 Providers seeking to coordinatetheirfiscalyearwiththefiscalyearendtheyhave 
established with the IRS. 

2. 	 Subchapter "S" corporations are required by federal tax lawtohave a fiscalyearend of 
December 3 1. 

C. 	 Auditing: The Department or its contract auditor performs annual audits upon the cost reports 
submitted by nursing facilities, in accordancewithgenerallyacceptingauditingstandards 
approved by theAmerican Institute of Certified Public Accountants. The Department may 
require an on-site fieldaudit,deskreview, or rate calculation, basedupontheDepartment's 
consideration of appropriate risk-analysis factors. These risk-analysis factors include, but are 
not limited to: significant year-to-year variances in the rate of growth in any cost category; 
changesof ownership, licensed operator andor managementpersonnel;bankruptcy; andor 
historic, ongoing patternsofcostreportingbehaviorfromprovidersthat seek tomaximize 
allowable costs inappropriately. The existence of one or more of these risk factors may create 
the need for closer scrutiny of the cost report during theaudit process, andthus, a higher level of 
review (e.g., field audit or desk review). The absence of such factors reduces the amount of 
scrutiny required, therebyreducingthelevelofreviewrequireduponaudit (e.g., rate 
calculation). Use ofrisk-based audit criteria enables the Department to capture accurate cost 
data in the most cost-effectiveand administrativelyefficient manner possible. 
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State of Colorado 

METHODS AND STANDARDS FORESTABLISHING PAYMENT RATE- NURSING FACILITY CARE 

Rate DatesEffective 

1. 	 Beginningwith the first 12-month cost report filed byaprovider, the rate effective date 
shall be the first day of the eleventh calendar month following the last day of the cost 
report. 

2. 	 Beginningwithrates on and after July1, 1988 the rate effective dates for State-owned 
and administeredICF/MR's shall be the first day ofthe cost report filed by facilities. 
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State of Colorado 

METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATE- NURSING FACILITYCAFE 

LIMITATIONS ON GROWTH OF ALLOWABLE COSTS: With respect to all rates 
effective on or after July 1, 1997, for each class I and class V facility, any increase in 
allowable (Le., reimbursed) administrative costs shall not exceed six percent (6%) per 
year and any increase in allowable health care services costs shall not exceed eight 
percent (8%) per year. The 8% limitation shall not apply to rates effective on or after 
July1, 2000. Theselimitationsshallapplyto the costswhich are usedinannually 
calculating the weighted average cost ceilings forall class 1 nursing facilities, and also 
to the costs which are allowed when calculatingan individual rate change for a class I 
or V facility. However, after applicationof these limitations, the allowable costs foran 

individualfacilitymay be increasedthrough the payment of afluctuatingcost 
allowance and/or administrative cost incentive allowance, if in accordance with the 
methodology stated elsewhere in the state plan. 

LIMITATION ON MEDICARE PART A COSTS: For all rates effective on or after 
July 1, 1997, the Department shall limit the Medicare Part A ancillary costs (hereafter 
referred to as "Part A costs") which are allowed in calculating the Medicaid per diem 
rate for each class I and class V nursing facility. For all rates effective on 7/V97, the 
Department shall include whatever level of Part A costs the Department allowed from 
the most recent Medicare cost report submitted by the facility to the Department prior 
to July 1, 1997. This level of Part A costs shall be used as the base figure in limiting 
subsequentPartAcostincreases.Anysubsequentincreaseshallnotexceedthe 
increase over the corresponding time period in the Consumer Price Index ("medical 
care" component in the "U.S. City Average") published for all urban consumers (the 
"CPI-U") by the United States Department of Labor, Bureau of Labor Statistics. 

LIMITATION ON MEDICARE PART B COSTS: For all rates effective on or after 
July 1, 1997, only those Medicare PartB costs which the Department determinesto be 
reasonableshallincludedcalculating allowable diembe in the per Medicaid 
reimbursement for class I andV nursing facilities. 
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